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Backdrop 
In response to the COVID-19 pandemic, governments 
around the world implemented ultra-expansionary 
monetary policy to avoid economic collapse. Massive 
amounts of stimulus were injected into the economy and 
rates were lowered at a speed and scale not seen since 
the Great Recession. The stimulus, combined with a 
quicker-than-expected recovery in economic activity, led 
to a significant demand shock, which, in the early stages 
of the recovery, had an outsized impact on goods. The 
global supply chain, however, did not recover as quickly 
due to the lingering effects of COVID-19. Rolling 
lockdowns in China, have weighed significantly on global 
supply, an issue which has been further exacerbated 
Russia’s invasion of the Ukraine and the resulting 
sanctions. The current environment is one characterized 
by demand significantly outpacing supply, causing 
inflation at levels not seen since the 1980’s. 
 

COVID-19 Fiscal Response by Country 

 
Source: Washington Post; Ceyhun Elgin, Gokce Basbug and Abdullah Yalaman. 

Governments have rapidly shifted monetary policy to combat the inflationary pressures mentioned above. Interest rates have 
sprung off their post-pandemic lows, and QE has shifted to QT as governments look for ways to curb rapid and persistent 
inflation. So far this year, the U.S. Federal Reserve has raised rates by 150 basis points, and the market expects an additional 
200 basis point tightening by year end. The European Central Bank has followed suit with a 50-basis point hike in July, marking 
their first rate increase in 11 years, with potential for even larger hikes in their September meeting. Coupled with falling GDP 
growth expectations, investors are weary as the threat of stagflation looms. 
 
From a pricing perspective, markets have been quick to react, especially among high growth companies that are more rate 
sensitive than their value counterparts. General risk-off appetite has caused a flood of capital out of equity markets, in 
particular from high growth segments of the market into more defensive names. This is reflected in the exhibit below, with the 
MSCI Europe down 13% YTD, and the more tech-heavy indices like the NASDAQ, MSCI Europe IT, and EMCLOUD down between 
30 – 45% YTD. The future remains uncertain as rapidly changing market dynamics weigh on investors and policy makers alike. 
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Index Performance 

Source: Investing.com 
 
These declines are also reflected in the forward revenue multiples of public software companies, which are commonly used by 
venture capital firms as a benchmark when valuing their own portfolios. In the current market, median public software 
valuations have dropped from approximately 12x forward revenues in October 2021, to just over 5x forward revenues in April 
2022. Within the broader technology space, the downturn has affected different sectors to varying degrees. Recently hot 
sectors like fintech and enterprise, which have received a lion’s share of funding over the past couple of years, have seen 
particularly sharp declines from their peaks. Since their respective peaks in October 2021, public fintech forward revenue 
multiples are down over 80% and enterprise are down over 60%. 
 

Forward Revenue Multiples for Public Software Companies 

 

Source: Based on Capital IQ data. 

What Does the Data Tell Us? 

Seed-Stage 

Seed-stage activity in Europe has remained strong in 2022. 
While total capital raised is down from bloated Q4 2021 
levels, capital raised in Q2 2022 remains above the overall 
2021 average. Seed-stage deal flow has remained relatively 
consistent since the beginning of 2021, but has been on a 
downward trajectory since the beginning of 2022. On the 
valuation side, the median seed-stage valuation decreased 
in Q2 2022, the first time since Q4 2020. Nonetheless, the 
average pre-money valuation remained bloated at €12.4 
million. This indicates that while the average company may 
face a tougher time raising capital, the best companies 
continue to get funded at full valuations. 

2022 European Seed-stage Round Sizes (M) 

 
Source: Crunchbase, Wilshire analysis. 
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European Seed-stage VC Activity (B) 

 
Source: Pitchbook. 

European Seed-stage Median Pre-Money Valuations (M) 

 
Source: Pitchbook. 

Early-Stage 
European early-stage activity remained strong through Q2 2022. Although deal count has marginally rolled over, fundraising 
remains strong at €6.5 billion. On an absolute basis, median pre-money valuations meaningfully increased in the second 
quarter, seeing a nearly 30% jump from earlier in the year. Deal level dispersion came off Q1 highs as top quartile valuations 
decreased by nearly €10.0 million. 
 
European Early-stage VC Activity (B)  

 
Source: Pitchbook. 
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European Early-stage Median Pre-Money Valuations (M) 

 
Source: Pitchbook. 

2022 European Series A Round Sizes (M) 2022 European Series B Round Sizes (M) 

  
Source: Crunchbase, Wilshire analysis. Source: Crunchbase, Wilshire analysis. 

Late-Stage 
Late-stage deal flow in Europe has remained relatively consistent since Q1 2021, however quarter-on-quarter sees Q2 2022 
drop by about 18% compared to the prior quarter. A similar trend can be seen in the total capital raised. In terms of valuations, 
Q2 saw valuations drop from historical highs seen in Q1, though they are still largely in line with 2021 averages. 
 
European Late-stage VC Activity (B) 

 
Source: Pitchbook. 
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European Late-stage Median Pre-Money Valuations (M) 

 
Source: Pitchbook. 
 

2022 European Series C Round Sizes (M) 2022 European Series D Round Sizes (M) 

  
Source: Crunchbase, Wilshire analysis. Source: Crunchbase, Wilshire analysis. 

Outlook – Did Europe Miss the Memo? 
As the European macro environment has deteriorated in 2022 and public markets, particularly high-growth tech, has seen a 
significant correction, the European venture capital market has remained surprisingly robust year-to-date. Large amounts of 
capital raised by European VCs over the past year has led to significant dry powder in the market, and across all stages, deal 
activity, fundraising, and valuations have remained in line with frothy 2021 averages. While the outlook remains uncertain, 
early signs of a potential slowdown are beginning to appear. As of Q2 2022, average pre-money valuations across all stages 
have come off historical highs, indicating that less outsized rounds are being completed. A sentiment of slowing down is also 
being echoed by European VCs, who indicate that the speed at which fundraises are being completed is slowing down. 
Furthermore, founders have more realistic asks in terms of round sizes, with lower expectations. 
 
The declines seen in public markets will begin to feed through to the private side as venture capital firms go through their 
valuation exercises in the coming quarters and mark their portfolios to market. As of Q1 2022, this effect cannot yet be seen 
in the high-level performance trends of European venture capital funds. In fact, over this period, the average TVPI of venture 
capital funds globally (vintage 2011 – 2021) increased by 0.12x. This has been driven by, amongst other things, (i) strong 
companies continuing to raise up rounds, (ii) positive revenue growth offsetting the negative effects of declining revenue 
multiples, and (iii) the valuation lag that persists between public and private markets. Nonetheless, Wilshire expects additional 
downward pressure in the coming quarters from looming down rounds. While down rounds year-to-date remain historically 
low, this is expected to increase as capital intensive companies struggle to raise in the current fundraising market. Significant 
down rounds have already begun to take place, most notably so far for Klarna. The Swedish buy-now-pay-later fintech had 
previously raised on a $45 billion valuation in July 2021. On the back of its latest financing round in July 2022, Klarna raised on 
a $6.7 billion valuation, a drop of 85%. 
 
Wilshire’s extensive review of the European venture capital market has resulted in a few key takeaways. As valuations come 
off peak 2021 levels, Wilshire’s outlook on the space remains positive. Strong fundamentals combined with a less frothy market 
environment creates an opportunity to acquire good companies at attractive valuations, benefitting VC managers with fresh 
capital to deploy. European deal flow has remained strong, despite multiple geopolitical/economic factors that suggest 
appetite should be slowing down. 
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Important Information 
Wilshire is a global financial services firm providing diverse services to various types of investors and intermediaries. Wilshire’s products, 
services, investment approach and advice may differ between clients and all of Wilshire’s products and services may not be available to all 
clients. For more information regarding Wilshire’s services, please see Wilshire’s ADV Part 2 available at www.wilshire.com/ADV. 

Information and opinions are as of the date indicated, and are subject to change without notice.  This document contains confidential and 
proprietary information of Wilshire, and is intended for the exclusive use of the person to whom it is provided by Wilshire.  This document 
and any opinions on investment products it contains, may not be disclosed, reproduced, or redistributed, in whole or in part, to any other 
person or entity without Wilshire’s prior written permission. This report includes estimates, projections and other "forward-looking 
statements." Forward-looking statements represent Wilshire's current beliefs and opinions in respect of potential future events. These 
statements are not guarantees of future performance and undue reliance should not be placed on them. Such forward-looking statements 
necessarily involve known and unknown risks and uncertainties, which may cause actual events, performance and financial results to differ 
materially from any projections. Forward-looking statements speak only as of the date on which they are made and are subject to change 
without notice. 

Opinions on investment managers or products contained herein are not intended to convey any guarantees as to the future investment 
performance of these managers or products.  Past performance is not indicative of future performance.  The value of your investments can 
go down as well as up, and you may not get back the amount you have invested.   

This report contains information that has been obtained from sources believed to be reliable. Wilshire gives no representations or warranties 
as to the accuracy of such information, and accepts no responsibility or liability (including for indirect, consequential or incidental damages) 
for any error, omission or inaccuracy in such information and for results obtained from its use.  Information and opinions are as of the date 
indicated and are subject to change without notice.  This report is not intended to constitute investment advice, and is not intended to be a 
solicitation to purchase or sell any security or fund or to invest in a particular asset class.  

Wilshire recognizes that conflicts of interest will arise in the provision of its services. Wilshire has implemented policies and procedures that 
seek to mitigate conflicts of interest through appropriate oversight, transparency and controls. It is Wilshire’s policy to make evaluations, 
recommendations and decisions based solely upon the best interests of clients and without regard to any benefit (economic or otherwise) 
that Wilshire receives or might receive. Additional information regarding conflicts of interest is available in Wilshire’s ADV Part 2. 

Wilshire is an investment adviser registered with the SEC in the U.S.  Affiliate companies include Wilshire Associates Europe BV, registered 
with the AFM in Europe, Wilshire Australia Pty Limited, registered with the ASIC in Australia, and Wilshire Hong Kong Limited.   

Wilshire® is a registered service mark of Wilshire Advisors LLC.  All other trade names, trademarks, and/or service marks are the property of 
their respective holders. Copyright © 2022 Wilshire Advisors LLC.  All rights reserved. 
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More information 
For more information, please contact us directly: 

T +1 310 451 3051 

Wilshire 

1299 Ocean Avenue, Suite 700, Santa Monica, CA 90401 

wilshire.com 
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